Kent W. Blake LG&E Energy LLC
Director 220 West Main Street
State Regulation and Rates Louisville, Kentucky 40202

502-627-2573
502-217-2442 FAX
kent blake@lgeenergy.com

February 1, 2005

Elizabeth O’Donnell
Executive Director
Kentucky Public Service Commission

211 Sower Boulevard
Frankfort, Kentucky 40602-0615

RE: Investigation into the Membership of Louisville Gas and Electric Company and
Kentucky Utilities Company in the Midwest Independent Transmission System
Operator, Inc. — Case No. 2003-00266

Dear Ms. O’Donnell:

Enclosed please find an original and five (5) copies of Louisville Gas and Electric
Company’s and Kentucky Utilities Company’s responses to the Midwest Independent
Transmission System Operator, Inc.’s supplemental data requests dated January 20, 2005, in
the above-referenced docket.

Should you have any questions concerning the enclosed, please do not hesitate to contact me

directly at 502-627-2573.

Sincerely,

K, w 8 lahe

Kent W. Blake

cc: Parties of Record
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Response to the Midwest Independent Transmission System Operator Inc.
Supplemental Data Request Dated January 20, 2005

Response to Question No. 1
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Morey/Sinclair

LOUISVILLE GAS AND ELECTRIC COMPANY
AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2003-00266

Question No. 1

Responding Witnesses: Mathew J. Morey / David S. Sinclair

Provide all supporting studies, derivations, or workpapers for the supplemental
rebuttal testimony and any analyses presented.

For testimony of David S. Sinclair:

The attached CD contains .CSV files sourced from the MISO
data request response, Access Databases used to format and
filter the .CSV files, and excel spreadsheet that calculated the
adjustments to the MISO cost/benefit study for generation,
off-system sales, and off-system purchases volumes and
dollars.

For testimony of Mathew J. Morey:

Support for Table 1 comes from the following sources. Column
2 - Unit Type information is supplied by LG&E/KU staff.
Column 3 - Capacity (in MW) taken from the table supplied
with MISO’s response to LG&E/KU Data Request No. 28
dated December 20, 2004. Column 4 - Reported capacity
factors in the Table 1 are taken from Exhibit RRM-Table 5.
Column 5 - MWh Implied by CF (i.e., Capacity Factor) are
obtained by multiplying the capacity factor in column 4 by the
Capacity listed in Column 3 and multiplying that result by
8,760 hours. Column 6 - Actual MWh from MISO Study is
contained on the disk supplied with this response under the file
name “testfile.xls.” This spreadsheet contains the data
extracted from the file “In MISO Total Cost.unt” supplied with
the responses from MISO delivered on December 7, 2004 in
response to LG&E/KU Data Request No. 54. The values for
EEI and OVEC appearing in Column 6 were obtained from



Response to Question No. 1
Page 2 of 2
Morey/Sinclair

LG&E/KU staff who extracted them from the data contained in
the file In MISO Total Cost.unt.

Support for Table 2B comes from two sources: MISO Exhibit
RRM-Table 2 and Table A.3 (at page 48) of the Supplemental
Investigation Into the Costs and Benefits to Louisville Gas and
Electric Company and Kentucky Utilities Company of RTO
Participation Options submitted on September 29, 2004; the
latter table was used as the basis for computing simple
arithmetic averages across the study period years.

Support for Table 2C comes from two sources: MISO Exhibit
RRM-Table 3 and Table A.6 (at page 54) of the Supplemental
Investgation Into the Costs and Benefits to Louisville Gas and
Electric Company and Kentucky Utilities Company of RTO
Participation Options submitted on September 29, 2004. With
the latter table used as the basis for computing simple
arithmetic averages across the study period years.

Support for Table 3 is found in the attached CD under two
files: Confidential In MISO Total Cost corrected.xls and a pdf
file named 1-5-2005 MISO Adjusted Analysis.pdf.

Support for Figure 1 (at page 24) is contained on the attached
CD under the file named RRM_Exh_Tbl5 xIs.

The claim made on page 26 of the Morey supplemental rebuttal
testimony about the $11.3 million of FTR revenue is based on
the file entitled Confidential In MISO Total Cost.xls under the
tab labeled FTRs initially filed by MISO on December 7, 2004
in response to LG&E/KU Data Request No. 54.

Support for Table 5, page 33, draws upon the various numbers
throughout the rebuttal testimony including the assumption that
the $21 million surplus FTR revenue is an overstatement that
cannot be counted as a benefit.
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LOUISVILLE GAS AND ELECTRIC COMPANY
AND
KENTUCKY UTILITIES COMPANY
CASE NO. 2003-00266

Response to the Midwest Independent Transmission System Operator Inc.
Supplemental Data Request Dated January 20, 2005

Question No. 2
Responding Witnesses: Mathew J. Morey / David S. Sinclair
Q-2. Provide all data, input files, intermediate results, or other information necessary to
replicate the analyses presented.

A-2. See response to Question No. 1.






LOUISVILLE GAS AND ELECTRIC COMPANY
AND
KENTUCKY UTILITIES COMPANY
CASE NO. 2003-00266

Response to the Midwest Independent Transmission System Operator Inc.
Supplemental Data Request Dated January 20, 2005

Question No. 3
Responding Witnesses: Mathew J. Morey / David S. Sinclair
Q-3. To the extent not already identified in response to Data Requests 1 and 2, identify
the source of any numerical data (historical, projected, or estimated) used in the
analyses presented.
A-3. For the testimony of David S. Sinclair:
For Table 1 on page 9, the “Into Cinergy” historical prices were
derived from Platts Megawatt Daily indices. All other sources
were cited in the testimony.

For the testimony of Mathew J. Morey:

See response to Question No. 1.






LOUISVILLE GAS AND ELECTRIC COMPANY
AND
KENTUCKY UTILITIES COMPANY
CASE NO. 2003-00266

Response to the Midwest Independent Transmission System Operator Inc.
Supplemental Data Request Dated January 20, 2005

Question No. 4
Responding Witness: Mathew J. Morey
Q-4. Provide all supporting studies, derivations, or workpapers for each numerical data

or assumption used in the analyses presented by Mathew J. Morey for which
LG&E/KU was the source.

A-4. See response to Question No. 1.
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LOUISVILLE GAS AND ELECTRIC COMPANY
AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2003-00266

Response to the Midwest Independent Transmission System Operator Inc.
Supplemental Data Request Dated January 20, 2005

Question No. 5

Responding Witnesses: Mathew J. Morey / Susan F. Tierney

Provide a copy of, or make available for inspection and copying, each and every
document relied upon by Mathew J. Morey and Susan F. Tiemey in the
preparation of their respective supplemental rebuttal testimony.

For the testimony of Mathew J. Morey:
See response to Question No. 1.
For the testimony of Susan F. Tiemey:

In preparing her supplemental rebuttal testimony, Dr. Tierney relied
principally upon her extensive experience in and knowledge of the electric
industry and its regulation, her understanding of principles and policy
issues relating to state and federal rate regulation, and her familiarity with
state regulators’ interactions with FERC-regulated power pools, ISO, and
RTOs. She reviewed publicly—available information on the MISO
website. Also, she specifically reviewed several documents in preparing
her supplemental rebuttal testimony. These documents are:

1. Margot Lutzenhiser, Public Power Council, "Analysis of RTO/ISO
Operating Costs," August 17, 2004 (margotl@ppcpdx.org). Please see
the attached.

2. The Public Power Council’s Response to FERC’s “Staff Report on
Cost Ranges for the Development and Operation of a Day One
Regional Transmission Organization,” filed before the Federal Energy
Regulatory Commission, in the Matter of Cost Ranges for the
Development and Operation of a Day One Regional Transmission
Organization, Docket No. PL.04-16-000. Please see
http:/elibrary.ferc.gov/idmws/docket search.asp




Response to Question No. 5
Page 2 of 2
Morey/Tierney

3. The FERC Staff, Report on "Cost Ranges for the Development and
Operation of a Day One Regional Transmission Organization," Docket
No. PL04-16-000, October 2004. Please see
http://elibrary.ferc.gov/idmws/docket search.asp




Attachment to Question No. 5 — Susan F. Tierney
Margot Lutzenhiser, Public Power Council, “Analysis of RTO/ISO

Operating Costs.” August 17, 2004 (margotl@ppcpdx.org)
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Beer/Counsel
LOUISVILLE GAS AND ELECTRIC COMPANY
AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2003-00266

Response to the Midwest Independent Transmission System Operator Inc.
Supplemental Data Request Dated January 20, 2005

Question No. 6

Responding Witnesses: Michael S. Beer / Counsel

Q-6. Does LG&E/KU contend that the generating units operated by WKE cannot or
should not be jointly dispatched and, if necessary, dynamically scheduled with
LG&E/KU units? If so, provide the basis for that contention.

A-6. Questions related to units operated by WKE are irrelevant to the issues before the
Commission in Case No. 2003-00266, which is an investigation of LG&E’s and
KU’s MISO membership. Without waiving this objection, LG&E and KU
provide the following response:

The Coleman, Green, Henderson II, Reid and Wilson generating stations (“WKE
units”) are not owned, controlled or dispatched by LG&E/KU. These units are
leased from Big Rivers Electric Cooperative (“BREC”) by WKE. WKE is an
Exempt Wholesale Generator, owns no transmission and has no obligation to be a
part of an RTO dispatch (although such units are subject, of course, to applicable
reliability rules and standards). The WKE units operate within the BREC’s
control area primarily to serve the native load of Big Rivers (an obligation
assumed by WKE under the contractual arrangements between WKE and BREC)
and, to date, BREC is not a member of MISO. There are no contractual
arrangements for power sales or purchases between WKE and the Companies, nor
are there any such contracts between WKE and the parent of the Companies to
which the Companies are the beneficiary.

It is not legally permissible to jointly dispatch WKE units with LG&E/KU units
pursuant to FERC’s order granting LG&E/KU market-based rate authority.

LG&FE/KU make market-based sales of energy and capacity under their FERC
approved joint market-based sales service rate schedule (“Joint Rate MBSS”) and
subject to their Joint Code of Conduct. Section 1.3 of the Joint Rate MBSS states



Response to Question No. 6
Page 2 of 2
Beer/Counsel

that “No entity affiliated with the Companies shall be eligible for service under
this rate schedule, except that the Companies’ affiliates LG&E Energy Marketing
Inc. and Western Kentucky Energy Company shall be eligible for service under
this Rate Schedule subject to the Joint Code of Conduct (Supplement No.1 hereto)
that is intended to guide the relationship between the Companies and those
affiliates.”

Further, section 3 of The Joint Code of Conduct states that “To the maximum
extent possible, employees of the utilities who operate the Utilities systems or
engage in power purchasing or selling on behalf of the Utilities will be physically,
operationally, and functionally separate from employees of the Marketers
performing power marketing activities.”

Therefore, the utilities are prohibited from purchasing energy from affiliates.






A-7.

LOUISVILLE GAS AND ELECTRIC COMPANY
AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2003-00266

Response to the Midwest Independent Transmission System Operator Inc.
Supplemental Data Request Dated January 20, 2005

Question No. 7

Responding Witness: Michael S. Beer / Martyn Gallus / Counsel

Describe the relationship between WKE and LG&E or KU with respect to the
control and dispatch of the western Kentucky units operated by WKE.

The information sought in this request for information is irrelevant to the issues
before the Commission in this investigation and requires speculation. Without
waiving this objection, please see the response to Question No. 6 of MISO’s
Supplemental Data Request dated January 20, 2005.






Q-8.

LOUISVILLE GAS AND ELECTRIC COMPANY
AND
KENTUCKY UTILITIES COMPANY

CASE NO. 2003-00266

Response to the Midwest Independent Transmission System Operator Inc.
Supplemental Data Request Dated January 20, 2005

Question No. 8

Responding Witness: Mathew J. Morey

Dr. Morey attributes the difference in exit fee costs for the Midwest ISO and
LG&E/KU analyses to "differences in assumptions about the billing determinants
that are the basis for calculating the Companies' share of the unamortized capital
costs under Schedules 10, 16 and 17." (MJM Supp. Rebuttal at 15 /. 3-5). State
each difference in assumptions, and for each difference stated provide the basis
for the assumption(s) used in the LG&E/KU analysis.

The billing determinant used for estimating the exit fee was the ratio of the total
peak energy for the combined companies in 2005 to the peak energy for MISO for
2005. This ratio was applied to the estimated total unamortized capital costs for
Schedules 10, 16 and 17. The calculation was contained in the workpaper entitled
“MISO Exit Fee.pdf.” This workpaper was supplied in response to Question No.
1 of MISO’s Data Request dated October 6, 2004, filed October 20, 2004.



